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uf INTRODUCTION 


The 1972 Budget Address presented to the Legislative Assembly indi- 
cated the need to review the budget procedures in the Alberta Government. As 
a result, preliminary studies have been authorized and conducted to determine 
the best approach toward modernizing our budgeting procedures. The basic 


task is to improve our present budgeting method in order to achieve: 


a) a more effective presentation of Government activities to the 


public and the legislature; 


b) more comprehensive information for setting priorities and ap- 
proving budgets from the standpoint of the Government organi- 


zations; and 
cD in general, increased purposefulness of Government activities. 


A government budget is still generally viewed as a document that ex- 
presses the anticipated revenues and expenditures for a specified period of 
time. Some people call this type of budget a "line-item budget" (each line de- 
fines a certain category of expenditures) or an "input oriented budget" since 


such a budget determines the spending without specifying the expected outputs. 


Under the impact of radically changing requirements, governments 
around the world recognized that a line-item budget is not enough. Both the 
public and government personnel demand clear identification of the purposes for 
which budgeted expenditures are to be used. This leads to Program Budgeting 
which is a technique used to prepare budgets which will more clearly identify 
these purposes through reference to data regarding what government does and in- 
tends to do in the future, in addition to anticipating revenues and expenditures. 
The basic contention is that the two types of information (programs and inputs) 
must be considered in combination if budgeting is to be a rational process of 


allocating resources. 


The budgeting system in Alberta has evolved in accordance with the 
general trend towards program budgeting. The "Estimates of Expenditure" already 
reflect certain changes in this direction, but it is still basically an "input 


budget". 


Wai Pokey q 4 ais ‘op y be 
eae esa a ia “at ail im ; ¥ ‘y aie weivsr 
a i) a 


mr oh oa 98 ah AG? * Ke | fue pore vce, an > xB bsoF] 435 
ste 7 oe Lee re i. 
= BAC se ie is oo onbud ue, ands 7 “a tras ( wen 
. pts sae Nh ae 
: ria } 7 af aise abe t borttor gals ob ie oan 5 * ange 8: at 
* “wis ie | eee ey) ze an 
‘a aed bs od eeisiyt: oR tn sthrEyod to Wolaus ng 2a oe: ehh dy Eee 
7 rg . ' 
sage Po vy on | , issue Lebel Srl. hina: + an ay 
- # Ss et T=. +, a 
he .—< a vend >in Seine 70a (TOLD SOTTO Tihs sv ioe ter ge09 arte” ray 4 P 
ary | ant 6 7 - , 
= » Vaebas insane efi) io Inisebmeye sft most ©. ‘ogo yong 1) wa a | = 
oo foe 7 pi : bis 7 ‘atte sem = 
7 / 7 
7 as - . 
oo «, e) by 4g r > re ‘et : 7 
: - ag a ey 08) anne 393°Crl ao 5 Son Lee oe Lear iy istes) 225 a da PY fe (a _ 


ay. } . 4 | ay : 


“we gasid Jn united 6 aa Dew atv vifeteney Eliade ak igabu Jerse OV yy A oy es 
44 Bol tay Derksen & 102 BoTUTLbroqne’ Bde ao. ove: be/endotane ies weed 7 

A : - . : a ; - 7 . : : 
ob, Qrtd (aes) ise seubeneaci’ « Jesh to soy) ata two Hey nag Wioe Naat: a, 


tr 
_ 


ou 
asate “fesbud. oi to suarh” GA eo Cae uth Nake 1 VIDERIBS MTA SO. @ aaah 
“em i = 
290 1200 hos Si Silz a” ar Yho acre neitehbie giiboges si a nkuere ob doghe otk Hon - 
i i - 

2iifeuntavon Stender Lupe grtprers eiisotba: i donna ods xebey ; fi mare. : 

® _ 7 ws 
- 


ait Heo) =o igwone fom el Seiad 99 L911 if & 2003 bes roapey f lspwagls Sam 


303 aveogin, srt yo nefierrtisesl? thes, boamal isanceiag amen vee one ofidy 7 
ga? 1egput maga of eobol eidT sbeau ad of e718 etrai2 Lhasa bp rege pete. 


VilLigwt. yseelo azem shiw'. lea day etagbud eTeq9%q bt heen wheats Pt Ore - 
vet wlbueas ‘s baB Hebanyes gttaeytektis oy folithbs ol ue art3 ih ah os abuts : 
re 

pi 4a vq bie ee tgoy ay ibe sete ota to aoqyd ows oily 3na3 AL outa fio9 atead 9 
an ay to Raw ivy Loftighs st 8» a1 at agksephuc +1 itu tsankdino ct j ‘rxatikelne> ad a 


” ; in oO is BA 7 
ot 7 Par ie & a2 nosdt ‘gndtasoul 
eae 7 a Pa ; ® > 


he ie e 
en the 6 ets, nk bo. ‘ove apt. syaaeta oat mstave arbsagbud! ottT ’ 


n - - 

i See jue Yonago: “os witna pat ants aghad misao Sytawes inst a oe 
y 

Baas a aniaa tthe ee st fod boktvor th hub pf B8enncdp chaste 1st oo 


! S 


oh ie We 2 40h, Gnairysvog Jade ‘gua aw e4ab 03 shopi9is> Aiea é2 dadogre> la 


I INTRODUCTION (Cont'd) 


Preliminary studies have determined a need for change in budgeting 
practices. While the main direction of desirable changes has been indicated, 
the final view on specific changes will be the result of input from each 


Government organization. 


The results of these preliminary studies are reviewed under the 


following headings. 


INS Current Budgeting Practices 
Be Conclusions 
Ge About This Publication 


A. Current Budgeting Practices 


A review conducted by the Budget Bureau identified symptoms of prob- 


lems in current budgeting practices, and resulted in some conclusions. 


1. At present, our "Estimates of Expenditure" show only votes, 
appropriations, and lines of object expenditures. Votes 
chiefly reflect departmental organization. Appropriations 
are not defined in the Financial Administration Act and 
may reflect organizational structure, statutes and in some 
cases programs. The objects of expenditure reflect the 
accounting classifications used in the public accounts. 
Programs are not identified as such. The public, the 
legislators, and Government officials deal only with the 
fragmented components of programs. For instance, instead 
of dealing with a certain highway as a complete entity, 
there are a number of appropriations in the estimates 
which include components of highway maintenance or con- 


struction. 
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INTRODUCTION (Cont'd) 


Current Budgeting Practices (Cont'd) 


Pe 


Presently, the Financial Administration Act provides only that: 
"The estimates shall be prepared by the departments in such form 
as may be approved by the auditor and shall be assembled in the 
Treasury Department". This lack of definition of the structure 
of the budget or the budgetary process itself results in depart- 
ments following a variety of budgetary structures and procedures, 
making it difficult for the Government to utilize the budget as 


an integrated statement of public programs and priorities. 


The Legislative Assembly reviews each individual item in the bud- 
get plus salaried positions for each income appropriation. This 
degree of detail clouds the vital issues and overloads the legis-— 


lators and Government officials. 


The present budget structure inhibits Government from treating 
issues in a comprehensive manner. There is strong public pres- 
sure for meaningful, timely, and understandable information on 
ongoing and planned Government services. The importance of a 
good presentation of programs to the public cannot be over- 
emphasized. The present budget provides only fragmented infor- 


mation in this respect. 


The budgeting process is complicated and time consuming and gen- 
erally involves a tedious trimming process. The details shown 

in the present budget reflect this complexity. The factors which 
need to be dealt with have become so numerous that they cannot be 
inter-related any longer by normal mental processes. We need to 
establish an articulated priority setting process which will 
facilitate the evaluation of individual program proposals in the 
context of the total program structure of the Government. This 


priority setting should eliminate the tedious trimming process. 
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I INTRODUCTION (Cont'd) 


A. Current Budgeting Practices (Cont'd) 


6. The present budget is the accumulation of appropriations which 
are usually costed out on the basis of a yearly incremental 
index. The size and nature of spending should be derived from 
ongoing and intended Government services, not previous esti- 


mates. 
Br Conclusions 


The preliminary studies, which have not yet determined the final 
views on specific changes required in our budgeting practices, have indi- 
cated that Government activities need to be defined in terms of programs 


which specify both the expected results and their cost within the context 
of an overall Program Budget Structure. The need for restructuring the 


budget in terms of programs is the fundamental conclusion reached from the 
preliminary studies. What is needed is a budget expressed in terms of pro- 


grams which define what the Government intends to do, and for whom, without 
losing the control function of the budget process which is and remains a 


prime requisite for sound financial management in Government. 


The Canadian and U. S. Federal Governments, a number of provincial 
governments and many other governments around the world have introduced 
systems which included within their framework the concept of Program Budget- 


5 i go 


Most of these governments introduced Program Budgeting under the 
PPB (Planning-Programming-Budgeting) framework, a system which intended to 
accomplish not only Program Budgeting, but also to reorganize the entire 
decision-making process of government by linking analysis, planning and manage- 
ment systems with budgeting; and to introduce a number of new management tech- 
niques. In most instances, PPB was introduced in a manner which was insensi- 
tive to budgetary traditions and institutional loyalties. As a consequence, 
the majority of implementation attempts met with only limited success. The 
preliminary study, however, revealed certain benefits generated by budgeting 


in terms of programs in other governments. Some of these are: 
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af INTRODUCTION (Cont'd) 
Be Conclusions (cont'd) 


a) More effective presentation of government activities to the 


legislature, press and the public. 


b) More flexible actions to cope with the ever-changing public 


needs and demands. 


e) A better and more convincing way of setting priorities and 
approving budgets from the standpoint of the departments 


and other government organizations. 
d) Better direction of the departments and agencies. 


e) More challenging analytical tasks which attract better pro- 


fessionals to government service. 


tr) In general, increased purposefulness of government activities 


from the standpoint of the public. 
g) Increased efficiency of operations. 


We, in Alberta, followed closely these developments in other govern- 
ments. Our study of the budgeting methods of other governments in Canada and 
visits to a number of states enabled us to learn from their experience, to 
avoid or at least to reduce potential mistakes, and to formulate a viable up- 
to-date approach to the budgeting process. The preliminary studies also in- 
cluded some initial changes in the budget presentation and a first exercise on 
Program Conversion (i.e. a review of the present budget structure and Govern- 
ment operations to identify ongoing programs). On the basis of these studies 
we concluded that we would not recommend the introduction of a Planning- 
Programming-Budgeting System as an all-inclusive management system which would 
require a particular management style and very radical changes in all Govern- 


ment organizations and in their activities. 


Our immediate undertaking focuses on one single task: to create a 
capability to prepare budgets in terms of programs. This task is restricted 


to the introduction of a new budgeting technique. 
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it INTRODUCTION (Cont'd) 
Gi About This Publication 


This publication is the first of many steps toward the modernization 
of our budgeting process. It is an initial paper for discussion of the basic 
underlying ideas of the required changes in our budgetary practices, and re- 
viewing the basic concepts of Program Budgeting proposed for the Alberta Govern- 


ment. 


We plan to publish a series of technical instructions concerning the 
design, development and implementation of Program Budgeting in Alberta. All of 
these publications will be developed and issued in full consultation with the 
Government organizations involved. Government organizations are expected to 
undertake Program Budgeting in a manner which is commensurate with their own 
requirements and capabilities. Immediately, we plan to issue two publications: 
"Program Budgeting Concepts" (the present publication), and "Program Conversion 
Methodology". These publications will be issued first in draft form and final- 
ized later in light of the comments and contributions which are expected to be 
forthcoming from all Government organizations. These publications are aimed at 
the achievement of a state of readiness for Program Budgeting. The actual de- 
Sign and implementation of Program Budgeting will be launched only after a 


policy review of the results of these interim studies. 


There are three important points which need emphasis in discussing the 


content of this paper. These are: 


1) The ingredients of Program Budgeting (objectives, programs, indi- 
cators, etc.) offer little that is new. However, the new combina- 
tion and application of these ingredients, and their articulation, 
provide a capacity to change the frame of reference against which 
one views or interprets a situation. This capacity is vital in 
performing such critical managerial tasks as developing new pro- 
grams, setting priorities, allocating resources, and providing 
easily understandable and timely information to the public on our 


services. 
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iL. INTRODUCTION (Cont'd) 


(te About. This. Publication. (Cont.’d) 


2) Experience with Program Budgeting elsewhere indicates that a budget 
of any kind is not a device through which a policy maker can dele- 
gate his decisions to subordinates and consultants in the belief 
that a new budgeting method will produce "scientific" solutions. 
Conjectures, assumptions, and uncertainties are here to stay. Asa 
result, decision-making will continue to be conducted essentially 
on a subjective basis. Program Budgeting is one of the tools needed 
to cope with managerial problems; however, it could become a cata- 


lyst for further and more fundamental changes. 


aD) The experience of other governments also shows that budgeting in 
terms of programs can have two fatal weaknesses: imposition of a 
theoretical approach on actual practices, and requirements for great 
detail. We should be very cognizant of these weaknesses. The ap- 


proach described in this publication is designed to avoid them. 
In summary, the purposes of this first publication are: 


a) to provide a basis for discussing the introduction of Program 


Budgeting in Alberta; 


b) to explain the nature of the proposed general framework for 


Program Budgeting; and 


c) to gain acceptance and support from all Government organiza- 


tions in carrying out this undertaking successfully. 


The Budget Bureau plans to organize workshop seminars for senior of- 
ficials of the Government and for those who will participate in the development 
process. We expect constructive contributions and are prepared to change our 
concepts in light of such contributions. We are at the beginning of this task 
and it is conceivable that some of the initial statements included in the first 


publication will need to be changed. We encourage their critical review. 
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Il DEFINITION OF SOME BASIC TERMS 


Despite the widespread practice of Program Budgeting, a generally 
accepted terminology is not yet available. Each government tends to coin its 
own terms. We do not wish to invent new terms for Alberta but it is essential 
to establish a common vocabulary in order to avoid any misunderstanding and 


the resulting waste in time and effort. 


At some point in the development process the Budget Bureau will solve 
this problem of semantics by issuing a glossary of all terms to be used in our 
budgeting practices. However, in this publication only a few key words will be 


defined*. 


APPROPRIATION is a category of expenditures through which Government 
allocates sums and positions to specific spectrums of 
Government activity. Under current practice in Alberta 
it has a number and a name; it includes a budgeted 
amount and a breakdown by object of expenditure. Ex- 


ample: "1511 Ferries - Maintenance and Operation". 


BUDGET is an aggregated financial plan which includes antici- 
pation of revenues and expenditures of the Government 


for a fiscal period. See PROGRAM BUDGETING. 


OBJECT OF is the specification of the kinds of: goods and services 
EXPENDITURE which can be acquired within the budget. Example: 


"Materials and Supplies" within an appropriation. 


BUDGETING is a process, a series of events leading to the deter- 
mination of Government revenues and expenditures and 


the preparation of a budget. 


PROGRAM is a distinct Government service to the public. Notice 
that SUPPORT SERVICE is not included in programs. See 
SUPPORT SERVICE. 


* As the budget is a legal document as well as a managerial tool, all key 


budgetary terms must be defined eventually by statute. 
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DEFINITION OF SOME BASIC TERMS (Cont'd) 


PROGRAM 
BUDGETING 


PROGRAM 


DELIVERY 


PROGRAM 
INDICATOR 


PROJECT 


OPERATION 


SUPPORT 
SERVICE 


is a technique to prepare budgets in terms of programs. 


includes the administration and implementation of a pro- 
gram, the actual work flow involved and the feedback of 


program information. 


is a symbol which depicts a major factor involved in plan- 
ing, analyzing, budgeting or delivering a program. Indi- 
cators can be categorized as "effectiveness indicators", 
(e.g. increased safety of car traffic in terms of declin- 
ing accidents), "output indicators", (e.g. number of hous- 
ing units produced), "performance indicators", (e.g. number 
of licences issued), "resource indicators", (e.g. number of 
positions), and “efficiency indicators", (e.g. number of 


licenses issued per staff member). 


is a defined undertaking with a fixed goal to be achieved 


by a fixed date. 


is a continuous work process which represents a specific 
service to the public within the total service rendered 


by a program. 


is an internal and continuous activity of a Government or- 
ganization which supports more than one program, and whose 
cost is not readily identifiable with any one program. Ex- 


ample: General Administration. 
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I1I APPROACH TO PROGRAM BUDGETING IN ALBERTA 


It is expected that in Alberta an evolutionary transition from the 
present budgeting practices to Program Budgeting will take a number of years 
to accomplish. The success of the entire undertaking depends on the approach 
we use in developing and introducing Program Budgeting. This is an area where 
the Alberta Government can and should fully utilize the experience gained else- 
where with Program Budgeting in order to avoid problems and to facilitate imple- 
mentation. The main aspects of the proposed approach are described below. The 
reader is reminded here again that this whole paper is subject to discussion; it 


is by no means intended to be the final view on this matter. 
The essential aspects of the proposed approach are as follows: 


im An evolutionary route into Program Budgeting is recommended, starting 
at once, and learning from our own experience. The analytical frame- 
work is being provided, but we do not intend to provide a total 
machinery that would tie the hands of departments, take years to 


evolve, and be rigid and outdated at the end. 


2 It has been stated (Section II) that a PROGRAM is defined as a dis- 
tinct Government service to the public, and PROGRAM BUDGETING is de- 
fined as a technique with which to prepare budgets in terms of pro- 
grams. These definitions determine the basic approach to the whole 
undertaking of introducing Program Budgeting in Alberta. They imply 


the following: 


a) All components of the PROGRAM STRUCTURE are planned to be 
manageable complete entities which represent services to the 
public directly or indirectly. A PROGRAM represents a broad 
service area ("What" and ''For Whom'' are defined). Embedded in 
it is a SUB-PROGRAM which is a related service area (more spe- 
cific "What" and "For Whom"), and included in the SUB-PROGRAMS 
are the PROGRAM ELEMENTS (Operating units such as hospitals, 
schools, highways, jails, etc., and projects). The lowest 
level of the PROGRAM STRUCTURE is made up of OPERATIONS and 
PROJECTS, although in the case of large program elements, de- 
partments may wish to reproduce the structure for the services 


within the element. 
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IIIT APPROACH TO PROGRAM BUDGETING IN ALBERTA 


b) PROGRAMS are planned to be clearly distinguished from SUPPORT 
SERVICES. The latter include those OPERATIONS and PROJECTS 
which serve the purposes of various PROGRAMS and whose costs 
can only be identified with a PROGRAM by arbitrary allocations. 
A SUPPORT SERVICE whose cost is identifiable with a PROGRAM be- 
comes a SUB-PROGRAM of that PROGRAM. This distinction between 
PROGRAMS and SUPPORT SERVICES is designed to focus the atten- 
tion on PROGRAMS, to identify the overhead implications and to 
eliminate the tedious and unreliable process of allocating 


costs. 


Programs are planned to be identified within departments. The limita- 
tions inherent in this approach are well recognized but an interdepart- 
mental functional approach to program definition is not considered 


feasible at this time. 


Any deviation from the present appropriation structure to the Program 
Structure should be gradual and tied-in with the present conventional 
departmental budget. This means that for some years to come the Pro- 
gram Budget will be structured by programs but within programs the 


appropriations and objects of expenditure will also be indicated. 


Disruption in the actual organizational structure and authority 
structure of the Government and the departments should be minimized. 
It is planned that managerial responsibilities will be identified for 
programs, sub-programs, and program elements. In most cases the pre- 
sent organizational responsibilities will coincide with the managerial 
responsibilites for programs and their components. When this is not 
the case, one executive may have a line as well as a program responsi- 


bility. 


Each Program is intended to have a Terms of Reference which will de- 
fine: the nature and boundaries of the service involved; key indi- 
cators for planning and measurement (effectiveness, outputs, inputs, 
etc); a statement of objectives; the sub-programs (if any); the pro- 
gram elements and the mechanism of program delivery. It is intended 


that each program will be documented in this way. 
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III APPROACH TO PROGRAM BUDGETING IN ALBERTA (Cont'd) 


i bir The requirements for quantification (program indicators, etc.) 
and detail are intended to be determined by considering the nature 
of the department involved. It will be recognized that certain 
departmental programs may not at all or may only partially lend 
themselves to quantification. From this point of view departments 
will be grouped into two categories: service oriented departments 
(e.g. Health and Social Development) and policy formulating depart- 


ments (e.g. Federal and Intergovernmental Affairs). 


8. Crown Corporations and special agencies are planned to be treated 
in terms of programs and will be included in the Estimates as in- 
formation only. At present, substantial programs delivered by Crown 
corporations (e.g. the Housing Program) are not shown directly in the 


Estimates. 


Uy Under a program all relevant components should be shown, meaning that 
both income account items and capital items will be included showing 


a comprehensive picture of the entire program. 


ay, The actual work associated with planning at program, sub-program, and 
program element levels will be done by the existing responsibility 
centres. It is necessary, however, to name an individual in each de- 
partment who will be responsible for the organization of the budgeting 
process for the Department as a whole and who will be the counterpart 


of the Budget Bureau of the Treasury Department. 


Ls The present practice of asking for A, B, and X Budgets is expected to 


be modified and presented in Program Budgeting format. 


iy Certain cybernetic* principles and techniques are planned to be used 
in various areas of Program Budgeting. The importance of the follow- 


ing applications is stressed here: 


* Cybernetics is the science of communication and control. The lines between 
the elements of a system are viewed as communication channels. Control 
is an attribute of a system which determines the connectivity of the 
elements for a purpose. Control in cybernetics tells how_a system works. 
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III APPROACH TO PROGRAM BUDGETING IN ALBERTA (Cont'd) 


13. The Program Structure needs to be established on the basis of the 
"systemic hierarchy" of self-contained components (meaning that 
each component of the Program Structure is a manageable complete 
entity and part of a larger component). As it was discussed before, 
a program is made up of sub-programs, sub-programs are composed of 
program elements, and program elements are broken down into opera- 
tions and projects. (Note here the deviation from the concept of 


the Activity Structure applied by other governments). 


14. The aggregation of data needs to be by the components of the Program 
Structure so that "requisite information" can be provided for each 
level of management. As we go higher in the managerial hierarchy, 
the program indicators will be fewer but wider in scope. As an ana- 
logy, maps with various scales are used for different purposes. If 
we are on foot, we need a small map with much detail; when driving, 
detail is abandoned in favour of greater coverage; from the air, we 
need a total perspective of the terrain with even less detail. 
"Maps" of Program Budgets will similarly reflect the appropriate 


level of management. 


15. In all areas the quality and dynamics of the budgeting process should 


be emphasized. 


16. Departments will be free to use any specific approaches within the 
constraints of the overall requirements. The Budget Bureau intends 
to ask for a minimum amount of budgetary information in prescribed 
forms. However, departments will be encouraged to design, in addition 
to the minimum requirements, their own procedures and forms for their 
own use*. This also applies to the organization of specific budgetary 
and planning processes of the departments. Departmental Program Bud- 
geting should not become an alien, standardized system which serves 


only the purposes of the Budget Bureau. 


* The forms should be designed so that information can be readily integrated 


at each level of management and the entire process can be computerized. 
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III APPROACH TO PROGRAM BUDGETING IN ALBERTA (Cont'd) 


Hs 


18. 


19), 


20. 


The budgeting process, and in particular the allocation of funds to 
programs, is envisaged to be a continuous process which enables the 
Government to update programs and budgets whenever changes occur as 
a consequence of Government decisions or changing demands for Govern- 


ment services. 


The introduction of Program Budgeting should not be interpreted as a 
departure from the traditional control function of the budget process. 
Control remains one of the most important functions of the budget. 

The essence of the change, as it was stated earlier, is a change in 
the frame of reference against which changes are evaluated and decided. 
In fact, Program Budgeting strengthens the control function by provid- 
ing an improved base for evaluating the utilization of expenditures 


and their related outputs. 


The Program Budget will cover only one fiscal period. However, pro- 
grams themselves should not be arbitrarily timed to fit this time 
period. It is envisaged that the annual budgets of individual pro- 
grams will be based on program plans whose time frame will be deter- 
mined by the nature of the program involved. The Budget Bureau in- 
tends to deal with program planning in a Budgeting Guide which will 


be published separately. 


It is expected that the work associated with the design, development, 
and implementation of Program Budgeting in Alberta will be organized 


in the following manner: 


a) Each department and Government organization will set up a 
"Program Budgeting Team'’ headed by a Team Manager who will 
report to the Deputy Minister of the department or to the 


head of the organization. 


b) Each department and Government organization will set up a 
Steering Committee to guide and control the work of the 


Program Budgeting Team. 
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III APPROACH TO PROGRAM BUDGETING IN ALBERTA (Cont'd) 


c) 


The Treasury Department will establish a Program Budgeting 
Steering Committee chaired by the Deputy Provincial 
Treasurer to guide the work carried out by the Government 
organizations and to provide direction to the Budget Bureau 
which is charged with monitoring the entire Program Budget- 


ing undertaking. 
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IV OPERATIONAL FRAMEWORK 


The Program Budgeting System envisaged for Alberta at this stage of 


the development process can be viewed as being made up of the following com- 


ponents: 
A. Program Structure 
Be Program Budgeting Process 
Ga Annual Program Budgeting Exercise 
is Budget Document 


A short discussion is presented on each of the above components. The 
full text will be written when agreement is reached with departments on the 


basic underlying concepts. 
A. PROGRAM STRUCTURE 


The structure of any system determines the way in which the components 
are connected together to accomplish the objective of the system. The connec- 
tivity of the same components can be defined in various ways, but in each case 
we would end up with different systems serving different purposes. The Program 
Structure determines the way in which Programs, Support Services and their com- 


ponents are connected together in the total Budgeting System. 


The following will be discussed in this section: 


ine Program Structure and Coding Configuration 
Dee Definition of the components of the Program Structure 
285 Criteria for a Program 


dB Program Structure and Coding Configuration 


The Program Structure is designed as a hierarchy of six components as 
they are identified in the table included in this section. A definition of 
these components is given in the next section of this paper. The basic ideas 


underlying the proposed structure are summarized in the following points: 


a) As we go down in the hierarchy of the Program Structure the 
government services are defined more and more specifically. 
This hierarchy serves the purposes of the various levels of 
the government administration. The most fundamental level 
is the operation (level 6) at which the programs are actually 


delivered to the public. 
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IV OPERATIONAL FRAMEWORK (Cont'd) 


a i Program Structure and Coding Configuration (Cont 'd) 


b) Programs and Support Services are separated (see levels 3, 4, 
and 5) in order to eliminate arbitrary allocations of expenses 
and to focus attention on programs. This treatment shows some 
similarity to the direct costing method applied in cost account- 
ing. 

eS) The information to be produced in Program Budgeting needs to 
be made available to deal with the various dimensions, both 
legal and managerial, of the government activities. Hence the 
need for the Coding System which is expected to produce infor- 
mation in terms of appropriations, organizational responsibil- 


ities, accounting records and geographical areas. 


The proposed Program Structure is presented on the next page. 
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IV OPERATIONAL FRAMEWORK (Cont'd) 


Program Structure and Coding System 


Coding System 
Respon- 
sibility 
Program Structure Program Fiscal Centre Geographic 
Code Code Code Code 


FUNCTIONS 
e.g. Education 


DEPARTMENTS 
e.g. Advanced Education 


PROGRAMS 
e.g. Vocational and 
technical education 


SUPPORT SERVICES 
e.g. General adminis- 
tration 


SUB-PROGRAMS 


e.g. Upgrading and 
retraining adults 


PROGRAM SUPPORT 
SUB-PROGRAMS 

e.g. Administration of 
the vocational and 
technical education 
program 


PROGRAM ELEMENTS 
e.g. Alberta Vocational 
Centre, Grouard 


SERVICE ELEMENTS 
e.g. Accounting 


OPERATIONS & PROJECTS 
e.g. An Operating entity 
within the Alberta 
Vocational Centre. 
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Definition of the components ofvene Program Structure 


COMPONENTS 


FUNCTIONS 


DEPARTMENTS 


PROGRAMS 


SUPPORT SERVICES 


SUB-PROGRAMS 


PROGRAM SUPPORT 
SUB-PROGRAMS 


PROGRAM ELEMENTS 


SERVICE ELEMENTS 


OPERATIONS AND 
PROJECTS 


DEFINITION 


A Function is a major field of involve- 
ment of the Government of Alberta. 


A Department is identified as such by 
the Government. 


A Program is a distinct Government ser- 
vice to the public. 


A Support Service is an internal and 
continuous activity of a Government or- 
ganization which supports more than one 
program and whose cost is not readily 
identifiable with any one program. 


A Sub-Program is a specific Government 
service to the public and it is a com- 
ponent of a broader service area de- 
fined by the relevant Program. 


A Program Support Sub-Program is an in- 
ternal Government activity which supports 
more than one Sub-Program of a Program 
and whose cost is readily identifiable 
with that Program. 


A Program Element is a manageable opera- 
tional unit of a program delivery system 
and as such is part of Sub-Programs or a 
Program. 


A Service Element is a manageable, opera- 
tional unit of a Program Support Sub- 
Program or Support Service. 


An Operation is a manageable, distinct, 
continuous, repetitive work process within 
a Program Element or a Service Element. 
Project at this level is a defined under- 
taking within the work process of a Pro- 
gram Element or Service Element. 


Notice that this Program Structure is designed on the basis 
of a hierarchy of components and each of the six components 
represents a manageable complete entity. 
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OPERATIONAL FRAMEWORK (Cont'd) 


Sha Criteria for a Program 


A Program should meet the following criteria: 


ss 


It should have a measurable output which satisties a recognized demand of 


the population (or segment of) of Alberta. 


It should be a distinct and complete service entity both from the view- 


point of public utility and the work processes involved. 


It should be significant enough, in terms of impact on the public and/or 
in terms of resources consumed, so that the Program can be considered 


as a basic building block of the Government budget. 


It should lend itself to the preparation of a Terms of Reference. The 
latter determines the objectives and operating boundaries of the program, 
and the basic methods to be applied in program delivery. The Terms of 


Reference should define what the program is intended to accomplish, for 
whom, and how. 

It should lend itself to the identification of managerial responsibil- 
ities. 

It should be an integral part of a Program Structure and consist of a set 
of inter-related Sub-Programs, Program Elements, Operations and Projects 


serving the accomplishment of the Program objectives. A breakdown of 


Sub-Programs is not always required. 


It should lend itself to the setting of objectives derived from broader 
objectives of higher order, determining priorities between programs by 


the Cabinet, and allocating resources (funds, man-years, and positions). 


It should be a distinct service entity. It should not overlap or duplicate 
other programs, and should include all directly relevant Government activi- 


ties present in a department or other Government organization. 


It should lend itself to a meaningful evaluation for efficiency and public 


utility. It has to be documented, analyzed, planned and reported on. 
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OPERATIONAL FRAMEWORK (Cont'd) 


Bo Criteria for 4) Program) (Cont’d) 


It should be financed by operating and/or capital funds. 


It should be approved by the Cabinet and it has to be compatible with 


the whole Program Structure of the Government. 
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IV OPERATIONAL FRAMEWORK (Cont'd) 


Be 


existing programs, the development of new programs, the determination of rev- 

enues, the allocation and re-allocation of funds, the preparation and approval of 
budgets, and the delivery of programs. 
of the Program Budgeting process, but is not identical with it. 


ment itself can be viewed as a summary of decisions reached at a certain point in 


PROGRAM BUDGETING PROCESS 


Program Budgeting as a continuous process involves the analysis of 


time during the continuous budgeting process. 


A diagram depicting the Program Budgeting process is shown opposite. 


The following points should be noted: 


ih 


It assumes a focal point for program development within each de- 


partment and the Government as a whole. (See box number 1). 


It requires continuous analysis and assessment of program per- 
formance and the preparation of a departmental position paper 
which summarizes the results of the analysis, recommends new 
undertakings and requests funds for the forthcoming total 


activities of a department. (See box number 2). 


It requires the Priorities Committee to define priorities, is- 
sue guidelines to the departments and define the budgetary con- 
straints for each department before the detailed budgeting work 


is undertaken. (See box number 4 and number 5). 


It assumes the preparation of the detailed Departmental Program 
Budget will commence when all the basic budgetary decisions have 
been made. This, plus the computerization of the clerical work 
should significantly reduce the total effort associated with the 


preparation of budgets. 
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The preparation of annual budgets is part 


The budget docu- 
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OPERATIONAL FRAMEWORK (Cont'd) 


C. THE ANNUAL PROGRAM BUDGETING EXERCISE 


The proposed budgeting exercise includes the following: 


Note 
Nowe 
NOmS 
Nowe. 
NOG E 
Now 6. 
Now. / 
INOPuIOn 
NOweg 


The Priorities Committee issues program planning guidelines. 
These guidelines should identify the primary policy thrusts 


that the Province hopes to pursue in the coming year. 


Government Organizations prepare Position Papers in which al- 
ternative ways and means of meeting the above guidelines are 
outlined. New projects are suggested and on-going programs 
are identified, complete with anticipated total costs (both 


capital and operating) and anticipated results. 


Treasury prepares summaries, evaluates proposals and prepares 


submissions to the Priorities Committee. 


Priorities Committee approves on-going programs, determines 
priorities among new projects and allocates funds and manpower 
on the basis of anticipated costs and accomplishments as sub- 


mitted by Departments through Treasury. 


The Provincial Treasurer issues guidelines for budget prepara- 


tion on the basis of Step No. 4 above. 


Government Organizations prepare Program Budgets to conform 


with Budget Guidelines. 


Treasury prepares summaries, integrates the Departmental Pro- 
gram Budgets and prepares a submission to the Priorities Com- 


mittee and Cabinet. 
Cabinet approves the Program Budget of the Government. 


Budget address and budget document are presented to the Legis- 


lative Assembly for approval. 
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IV OPERATIONAL FRAMEWORK (Cont'd) 


Cc. 


Step No. 


Step No. 


THE ANNUAL PROGRAM BUDGETING EXERCISE (Cont'd) 


Woh 


ie 


Approved projects and programs are implemented. 


Information gained in the program delivery process is used 
as an input into the budget cycle for the following fiscal 
year (particularly into Step Nos. 2 and Ly. Also, when tec- 
quired, the Priorities Committee adjusts the Program Budget 


during the program delivery process. 
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The Content of a Program 


Budget Document | 


APPROPRIATIONS: 


: Base |Current 
Nature of Expenditures 


Sub-Total 


Capital Account: 
@ 


Sub-Total 


Object of Expenditures 


DEPARTMENT 


avers tes PROGRAM 


Objectives: 


Goals: 


(words and indicators) 


Program Budget: 


Program Base Current 
Components Year Year 


IV OPERATIONAL FRAMEWORK (Cont'd) 
D. BUDGET DOCUMENT 


This document is planned to be structured so that each department 


will show separate individual programs as illustrated opposite. 


This format reflects an "ideal" budget document. It is expected 
that the first Program Budget in Alberta will include less information than 
is shown here. For instance, it is possible that the development work will 
not progress to the point that specific goals and quantified indicators can 
be included in the first budget document. However, it is one of the basic 
long-term objectives of Program Budgeting to present the Government budget 


in a manner similar to that shown opposite. 
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V. INTEGRATION OF THE BUDGETS FOR THE GOVERNMENT AS A WHOLE 


A Government budget expresses certain relationships such as those 
which exist between taxation and revenues, revenues and expenditures, expendi- 
tures and the cost of public services and in the geographical distribution of 
the budget. These relationships are set by overall Government priorities and 


policies and together form a coherent Government budget document. 


A simple summary of the budget proposals submitted by the various 
Government organizations would not result in a balanced overall budget docu- 
ment for a Government as a whole. The total resources requested by the indi- 
vidual organizations are usually in excess of the available funds, there is 
overlapping between services, and the priorities identified by these organi- 


zations may not coincide with the Government's priorities. 


The preparation of a budget for the Government as a whole requires 


integration rather than a summary of the individual budget proposals. 


Integration, in general, means the unification of parts into a 


purposeful whole. 


Integration of the individual budget proposals prepared in isolation 
is a very difficult and frustrating task. In many cases it requires re-doing 
the entire budgetary work and usually is accompanied by a tedious trimming 


process. 


Instead, integration should be a built-in feature of the entire bud- 
getary work from beginning to end. The integrating framework discussed in 


this section and recommended for Alberta is designed for this purpose. 


At present, the individual budget proposals are being integrated by 


the use of A B X budgets under the control of the Priorities Committee. 


The chief problem is that decisions are made in terms of appropria- 
tions but are meant to support programs. This means that the decision-maker is 
dealing with a double budget structure: the appropriations which appear in 
the official budget document and the program structure which is considered im- 
plicitly but is not specified in the budget document. This problem will be 
solved by the introduction of Program Budgeting which defines the figures 


both in terms of programs and appropriations. 
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V INTEGRATION OF THE BUDGETS FOR THE GOVERNMENT AS A WHOLE (Cont'd) 


The other 


problem is to inter-relate the large number of factors 


affecting the decision process. The present complexity has reached a point 


where this cannot be done any longer by normal mental processes. The situa- 


tion calls for new managerial tools. Hence the need for an integrating frame- 


work which should function as an organic part of the whole Program Budgeting 


process. 


The proposed integrating framework is planned to contain two basic 


components: 


A. 


A. A Framework for Program and Project Documentation 


B. A Framework for Setting Priorities. 


A brief explanation is provided below for each of these components. 


A Framework for Program and Project Documentation 


Such a framework would include the following functions: 


tbe Establishment of formal requirements for organizing, 
planning and carrying out project work by issuing 


and continually modifying a Program and Project 


Management Manual. 


Note: 


There are many ways in which project work can 

be done. Furthermore the interpretation of what 
constitutes a project can also be very different. 
Since priority setting is done in terms of pro- 
ject approvals, it is essential to establish a 
minimum amount of uniformity in dealing with pro- 
jects throughout the Government organization. 


De Documentation of basic data for all Government projects 


Note: 


This means that a summary sheet for all projects 
identified in the budgeting process would be set 
up. Such a sheet would include basic information, 
and entries indicating approval points. 
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Program and Project Evaluation 
Process and Priority Setting 


CRITERIA AND 
RESOURCE 
REQUIRE- 


RESOURCE 
REQUIREMENT 


CURRENT | BUDGET 
YEAR YEAR 


rea 
kal Ongoing Programs 
Programs or projects ae 
to be phased out a 
a increased workload 


CRITERIA 


LAST 
YEAR 
ACTUAL 


a Mandatory new projects 


New projects approved 
before and in process 


TOTAL 
COMMITTED 
RESOURCES 


New Department Projects: 
(changes in the ongoing programs) 


Sub-Total 


Sub-Total 


TOTAL 
UNCOMMITTED 
RESOURCES 
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V INTEGRATION OF THE BUDGETS FOR THE GOVERNMENT AS A WHOLE (Cont'd) 


Ay A Framework for Program and Project Documentation (Cont'd) 


Bie 


Classification and coding of projects 


Note: Projects will be classified by levels of approval. 
It is envisaged that three categories of projects 
will be established: Government Projects (which 
have an impact on the whole or a substantial part 
of the Government activities and/or has special 
political importance) to be approved by the Priori- 
ties Committee; Department Projects to be approved 
by the heads of departments or equivalent Government 
organizations; and Operational Projects which will 
be approved by a management level to which such 
authority is delegated by the head of a Government 
organization. 


Reporting on progress and resource utilization by projects. 


Identifying project management responsibliity for Government- 
wide projects, the approval of which; does not fall within 


departmental jurisdictions. 


Be A Framework for setting RPriorieLes 


Such a framework would have two main components: 


i 


De 


Assistance in setting overall objectives and policies. 


Program and Project evaluation process. 


A short explanation of each component is provided below. 


ie 


It is desirable to establish a capability to carry out plan- 
ing studies for the Government as a whole. Such studies would 
result in viable alternatives for objectives and policies for 
Alberta, and articulation of criteria against which project 


proposals will be evaluated. 


It is envisaged that all departmental Program Budget proposals 
will be subjected to a priority setting process. The nature 
of this process can be understood by reviewing the example 


format presented opposite. 
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V INTEGRATION OF THE BUDGETS FOR THE GOVERNMENT AS A WHOLE (Cont'd) 


B. A Framework for Setting Priorities (Cont'd) 


The Cabinet is expected to define the basic policy requirements. 
The departmental budgets and the budgets of the other Government organiza- 
tions will be evaluated by the Priority Committee of the Cabinet against 


these policy requirements. 


Note that all Program Budget proposals would be evaluated under 
two headings: Ongoing Programs and New Programs. The Ongoing Programs 
are subject to critical assessment, but not to priority setting. This 
recognizes that funds allocated to the Ongoing Programs have already been 
committed in the past and the Government has only three choices: terminate 
an Ongoing Program, continue the operations, or make certain changes with- 


out changing the overall character of the program. 


The proposals for new undertakings ("New Departmental Projects" 
and "New Departmental Programs'') will be evaluated and weighed against the 
process and priority setting criteria. The reader should note that both 
the proposed changes in the Ongoing Programs, and the proposals for new 
Programs are planned to be submitted as project proposals. Consequently 
priorities will be established in terms of projects. Priority in this con- 
text is interpreted to mean that those project proposals which are approved 


have precedence over those which are turned down. 


It should be noted that the proposed process is to be applied to 
setting priorities in the budgetary cycle once a year and also during the 
year whenever individual project proposals are considered. The main point 
here is that the Priority Committee will have a tool whereby an individual 
project proposal can be considered not only on a subject matter basis (on 
the basis of the merit of the individual proposal) but also within the 


total requirements of the Government. 
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Vel. WORK PROGRAM 


The Budget Bureau is not in a position to outline a full work pro- 
gram for the entire undertaking of designing, developing and implementing 
Program Budgeting in Alberta. The preparatory work has been started thus 


making it possible to outline the basic phases of the work involved. 
A. PROGRAM CONVERSION 


This includes the conversion of the present budget structure 
(votes and appropriations) to a PROGRAM BUDGET structure which 
defines all Government activities in terms of programs and 
Support services. 

NOTE: In this phase the task is the identification of 
ongoing programs. It does not include the prep- 
aration of budgets in terms of programs. It means 
the design of the program structure and a defini- 
tion of the relationship of programs to the present 


budgeting procedures. All programs will be recon- 
ciled with appropriations and object of expenditures. 


B. DESIGN OF THE PROGRAM BUDGETING PROCESS 


This includes a design of technical instructions for the prep- 


aration of a Program Budget. 
Cc. PREPARATION OF THE FIRST PROGRAM BUDGET 


This includes the documentation of each ongoing program, 
development of new proposals, identification of resource 
requirements and the preparation of departmental budget 
proposals and the budget document for the Government as a. 


whole. 


D. ESTABLISHMENT OF THE FRAMEWORK FOR PROGRAM AND PROJECT 
DOCUMENTATION AND THE FRAMEWORK FOR PRIORITY SETTING 


This has been explained in Section V of this write-up. 


Bis IMPLEMENTATION OF CHANGES IN THE ACCOUNTING SYSTEM AND 
COMPUTERIZING THE PREPARATION OF PROGRAM BUDGETS 


This includes development of the program accounting system and 


review of the level and structure of budget control. 
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Vit FUTURE..PLANS 


Our approach to the budgeting process set out in this paper is not 
the approach of PPB (Planning-Programming-Budgeting), although the recasting 
of the budget in terms of programs belongs to the PPB package. Our reasons 
for rejecting that package as a whole were set out in the Introduction. They 
amount to saying that wholesale and instant change is not feasible. We attri- 
bute PPB failures elsewhere primarily to the attempt to take too large a step 
at one time. We do not reject the possibility that additional steps will need 


to be taken when this first step has been assimilated. 


The current plans intend to indicate evolutionary changes which are 
part of the process by which government must continually adapt to the increas- 
ing pressures of progress in the Province. The extent of the changes, however, 


should not be under-rated. The following points need to be stressed here: 


is The existence of programs will highlight the competition that has 
always existed between societary needs, but which is somewhat ob- 
scured when the measures taken to meet the needs are disseminated 
throughout the budget as it exists today. We shall need to be 
alert to the tensions which this highlighting may well induce, 
noting, however, that it is healthy to recognize the competition 


that was there all the time. 


oe Although Program Budgeting does not require changes in the formal 
organization, it does introduce a new dimension in organizational 
responsibilities which may ultimately result in a change in organi- 


zation structure. Programs and Sub-Programs need to be managed. 


25 While the changeover to Program Budgeting is being made, we shall 
continue our study of the total planning and decision machinery 
of the Government, confident that whatever further proposals re- 
sult, the present step is appropriate. This is because Program 
Budgeting is generally accepted by authorities in the field of 
planning as a prerequisite for an modern and effective planning 


system. 
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VIL FUTURE PLANS (Cont"d) 


Meanwhile, it may be helpful to this discussion to state our pre- 
liminary approach to the issue of planning. Program Budgeting is not a 
planning system; it is a major part of the existing planning process. This 
process will always exist, regardless of whether or not a new planning 


system is eventually proposed. 


Our studies of planning suggest that there is considerable con- 
fusion in the minds of many between the staffwork involved in preparing and 


evaluating alternative plans, and the act of planning itself. 


Therefore we now assert that the act of planning is a virtually 
continuous process, undertaken by managers (who are responsible for budgets), 


at the moment when they allocate resources to procure an effect in the future. 


An activity other than this is not planning. Other activity which 
has to do with planning must be a preparation for the planning act, a service 
to the planning act, or a subsequent monitoring of the consequences of the 
planning act. It appears that these three kinds of activities are often mis- 


taken in the public mind for planning itself. Planning itself is a Government 


decision. 


It follows that if new proposals are tabled to amend our planning 
system (which is the system that generates decisions to commit resources now, 
so that a future effect may be procured), such proposals will be concerned 
with the actual machinery through which decisions are reached. The present 
proposals are not concerned with that machinery, but with the way in which 


information is presented to it. 
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